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[REVISOR ] XX/DH 81-1116
Subdivision 1. [AUTHORITY TO OWN AND OPERATE.] Any

heating system, or gas, light, power, or heat plant for
;;;;1;;;;-;;;-;wn needs for utility service or for supplying
utility service to private consumers or both. It may construct
and install all facilities reasonably needed for that purpose
and may lease or purchase any existing utility properties so
needed. It may, in lieu of providing for the local production
of gas, electricity, water, hot water, steam, or heat, purchase
the same wholesale and reselz-;;-;;-zgggz-;;;sumeré. After any
such utility has been acquired, the council, except as its
poweré have been limited through establishment of a public
utilities commission in the city, shall make all necessary rules
and regulations for the protection, maintenance, operation,
extension, and improvement thereof and'for the sale of its
utility products.

Sec. 3. Minnesota Statutes 1980, Section 412.351, is
amended to read:

412.351 [COMMISSION, JURISDICTION.]

The council shall, in the ordinance establishing the
commission, decide which of the following public utilities shall
be within the commission's jurisdictiocn: (1) the city water
system; (2) light and power system, including any system then in
use or later acquired for the production and distribution of
steam heat; (3) gas system; (4) sanitary or storm sewer system
or both, including the city sewage disposal plant; (5) public
buildingg owned or leased by the city; (6) district heating
system. As used.subsequently in seth;;;-;157531-23-2157551,
the term "public utility" means any water, light and power, gas
or sewer system, or public buildings thus placed by ordinance
under the jurisdiction of the public utilities commission. Any
public utility not placed under the jurisdiction of the public
utilities commission by the ordinance establishing the
commission may be placed under the jurisdiction of the
commission by an amendment to the original crdinance.

Sec. 4. Minnesota Statutes 1980, Section 412.381,
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Subdivigicn 3, is amended to read:

Subd. 3. The commission shall have power to buy all fuel
and supplies, and it may purchase wholesale elécfric energy,
steam heat, hot water energy, gas or water, as the case may be,
for municipal distribution.

Sec. 5. Minnesota Statutes 1980, Section 429.021,
Subdivision 1, is amended to read:

Subdivision 1. [IMPROVEMENTS AUTHORIZED.] The council of a
municipality shall have power to make the following improvements:

(1) To acguire, open, and widen any street, and to improve
the same by constructing, reconstructing, and maintaining
sidewalks, pavement, gutters, curbs, and vehicle parking strips
of any material, or by grading, graveling, oiling,Aor otherwise
improving the same, including the beautification thereof and
including storm §ewers or other street drainage and connections
from sewer, water or similar mains to curb lines.

(2) To acquire, develop, construct, reconstruct, extend and
maintain storm and sanitary sewers and systems, including
outlets, holding areas and ponds, treatment plants, pumps, lift
stations, service connections, and other appurtenances of a
sewer system, within and without the corporate limits.

(3) To construct, reconstruct, extend and maintain steam
heating mains.

(4) To install, replace, extend and maintain street lights
and street lighting systems and special lighting systems.

(5) To acquire, improve, construct, reconstruct, extend and
maintain water works systems, including mains, valves, hydrants,
service connections, wells, pumps, reservoirs, tanks, treatment
plants, and other appurtenances of a water works system, within
and without the corporate limits.

(6) To acquire, improve and equip parks, open space areas,
playgrounds and recreational facilities within or without the
corporate limits.

(7) To plant trees on streets and provide for their
trimming, care and removal.

i

(8) To abate nuisances and to drain swamps, marshes and
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ponds on public or private property and to fill the same.

(9) To construct, reconstruct, exten@, and maintain dikes
and other f£lood centrol works. ‘

(10) To construct, reconstruct, extend and maintain
retaining walls and area walls.

(11) To acquire, construct, reconstruct, improve, alter,

extend, operate, maintain and promote a pedestrian skyway system.

(12) To acguire, construct, reconstruct, extend, cperate,
maintain and promote underground pedestrian concourses.

(13) To acgquire, construct, improve, alter, extend,

operate, maintain and promote public malls, plazas or courtyards.

(14) To construct, extend, and maintain district heating

- . AR - S WS - N S G T O s S W WD S G NN S R W A M VR D MR N R AD W AN TR W N N A S W -

systems.

Sec. 6. [465.74] [AUTHORIZATION TO OPERATE DISTRICT
HEATING SYSTEMS. ]

Subdivision 1. [CITIES OF THE FIRST CLASS.] Any city

chapter 452 or its charter is authorized to acquire, construct,

L e R el e T e R L L

own, and operate a municipal district heating system pursuant to

- - " - . R . " " T WS S P NN S M T T 4D R M R S D WS W R A Ae R W W SN SR N e AR AR W R

the provisions of that chapter or its charter. Acquisition or

- . - . 4n . W . VS D W S AR NS A AR U WD A D WA AR W S WS W GRS W e e

construction of a municipal district heating system shall not be

R e el el e e e R e S E A ]

subject to the election requirement of sections 452.11 and

452.12, or city charter provision, but must be approved by a

- " D AR W T P . Gy S N P A G D A W W WS AP AP W NS A S R R S D M R AR W W YR NS R S WP MR W A WP Em Y e N

three~fifths vote of the city's council or other governing

- S W . A U WD W S W D WY A W W O R Sm D N D AL S WD G0 40 GB N A W WY S WS R N WS AR S D M M AR AR e e

body. Loans obtained by a city pursuant to section 1 are not

- S WD W S OB P WD WS L U WP R W S SE W DGR M R R A G TR S GRS S R N D WS e e SN e - - - -

subject to the limitations on the amount of money which may be

- . - D - . -0 S5 WP W > A G A R A e 0 A R W W T W e D S Gy S R e D S R WS A A W A e D e

borrowed upon a pledge of the city's full faith and credit or

the election requirements for general obligation borrowing,

e R R el L L T R R L

contained in section 452.08.

-t Dl - - . AR e " .- -

Subd. 2. [CITIES OF THE SECOND AND THIRD CLASS.] A city

- .- - - - -

light and power plant pursuant to chapter 455 or its charter may

- - D S AR W P S % OD @) OW W G WY DS AR TN A AN TM G R BE M S 6P NS W W D A S W AR G W A AR GO s W AR 4R AR W W W O me

acguire, construct, own, and operate a municipal district

- . - - - - - - wn - - - - - - e o e e ws w8 - -

heating system under that chapter or its charter.
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Subd. 3. [EXTENSION OF SERVICE OUTSIDE CITY ] A municipal

- - on - wn- B

district heating system, operating Dursuant to thls section, may

- . - - D " WP WD RGP TR em N G RS M R S D O W WD U N TR U SR AL N N GP G W G6 N WP GV WD R T OSSR N R R S AN G W

9




[REVISOR ] XX/DH 81-1116

1 sell energy to -customers located outside of the municipality and

2 within the state but not more than a distance of 30 miles from

- - S R W O N WD D D R D S D R MR Y WD W B AR D G R s (I D M W SN S W 6 AR W e W TR O N e e - - - - -

3 the corporate limits of the municipality.

Subd. 4. ([NET DEBT LIMITS.] The lcan obligations incurred

- - - - - S e 0 W e S - W D - - D - -

by a political subdivision pursuant to section 1 shall not be

D e - ) SN D R O3 O TR GRS G0 MD O R WD O WS e 6 N e W P D W AN M Y W N N A S MR D DGR W e A o O D W

considered as a part of its indebtedness under the provisions of

its governing charter or of any law of this state fixing a limit

- - . D D MR WS WS N WD ER D S W AR e A W e S R G U W S A R SN R R G R AR AR AR M NI D R B YD DM £ W WD AR En R e WD

of indebtedness.
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Sec. 7. [216B.166] [COGENERATING POWER PLANTS. ]

10 Subdivision 1. [FINDING.] The legislature finds and

- - - - - - - - R o B S A AR M D WS G S e SO W MO - .o W - -

11 declares that significant public benefits may be derived from

- - - - D - D T D D S D W S W WDt G R WS W S . e W G WS D G OB WS CD W S N . - s - - - - -

12 the cogeneration of electrical and thermal- energy and that

R R L L L L b L b T e T

13 cogenerated district heating may result in improved utilization

- - —. - - " - - " E - - - - On an - D G . . D S X D D e . e W e B

14 - and conservation of fuel, the substitution of coal for scarce

D D D D s W - SR S TR AR W S AR 4D PSP G T e AR MO D e WD AR R W W N NI ER D EN N A A AR A R OB SR W B R D

15 o0il and natural gas, the substitution of domestic fuel for

S D ) SO W . A . D D WS S W G S A W WD S D WA D CO MR B S N WD D G G O e WS M W D T W e SO O NGB W D WO NS M R a3 W

16 imported fuel, and the establishment of a reliable,

- - S AR ) S W T NS P ST R G AR W W S N W WD e G WD P S WD G W D GG P W AR AN WD S WS R WD D WA e W o

17 competitively priced heat source. Since the cost of cogenerated

18 thermal emergy is dependent upon the method used to allocate
19 costs between the production of electric and thermal energy at a
20 power plant, and because the method of cost allocation can be a
21 significant factor in determining investment in district
22 heating, it is necessary to develop cost allocation metheds’

23 rapialy. T T

24 ----‘;;;d. 2. [DEFINITIONS.] For the purpose of this section,

25 *he following terms shall have the meanings given.

L e T e R R Y T R L T

26 (a) "Cogeneration" means a combined process whereby

27 electrical and thermal energy are simultaneously produced by a

28 public utility power plant.

29 (b) "District heating” means a process whereby thermal
30 energy is distributed within a community for use as a primary

31 heat source.

32 (c) "District heating utility" means any person,
33 corporation, or other legal entity which owns and operates a

34 facility for district heating.

R L L L L L T R Y R

35 Subd. 3. [ALLOCATION.] The methods used to allocate or
36 assign costs between electrical and thermal energy produced by
10
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cogeneration power plants owned by public utilities shall be

consistent with the following principles:
(a) The method used shall result in a cost per unit of
electricity which is no greater than the cost per unit which

would exist if the power plants owned by the public utlllty had

- - - o - - - - e S A S S W NS AR WD TS W A NS MR MR WS EN G A N W S e - - s - -

been normally constructed and operated w1thout cogeneratlng

- - - " VD W T W D S G AR WS TR G T N W WS A T S G MR S R AR G R D W M W G AR SO S W AR . e

capability;

- - o - -

(b) Costs which the public utility incurs for the exclusive

- - - W W A " R S 5 TR W N S W S G A S R S A S G O e TR Ew R e e M S TR W G T G R A N S e

benefit of the district heating utility, including but not

R . - - W 8 T R G R G M S R e 4D W SN WS P W M AN G R D W5 W W M D U WD S U W N S WP W N = o

limited to backup and peaking facilities, shall be assigned to

- e o e D R B S N G D Cm WY SN R ) D WS AR M R G W WD S My WD e G WP Y SR R N A P M S D WS W WD AR M G R A S WE D WS W W

thermal energy produced by cogeneration;

D - O - - - - D . N G W e D

(c) The methods and procedures may be different for

retrofitted than for new cogeneration power plants; and

(d) The methods should encourage cogeneration while

S o YN - G - - S S S0 D S N S D AP WS N S D AR S R R A0 AR W R e W ) S A

preventing subsidization by electric consumers so that both

- - - - " T S . - " S WP W W 4P D M D S GR G G W A N R G D M S W W R S R S A S M AR W W W e WS W

heating and electricity consumers are treated fairly and

B R R R el e T T R N R T L L LT

equitably with respect to the costs and benefits of cogeneration.

. - . W - - R GRS AP D R R W W S R M W A A A M M A A R TR G e M N A T T WD W YR R R e S G W e W W A

Sec. 8. [APPROPRIATIONS.]

Subdivision 1. The sum of $39,025,000 is appropriated from

the siate Pailding Fand 1o The commissioner of fimanei fer the
purpose of making loans to municipalities for district heating
systems pursuant to section 1. This appropriation is available
for the following projects:
@) skl paw $29,525,000
(b) Moorhead | ""$5,000,000
z;;-;;;-;;;; and Minneapolis ;2:5850550

(d) Preliminary planning, as defined

P e L L L e L T R P T Y

in section 1, subdivision 5, clauses (a), (b) and (c),

for Bagley, Aitkin, and Virginia  §500,000

""" Subd. 2. The sum of $100,000 is appropriated from the
general fund to the director of the energy agency for the period
ending June 30, 1982, for the purpose of administering loans to.
municipalities pursuant to section 1. The approved complement
of the emergy agency is increased by cme position.

T Tsuba. 3. The sum of §2,700,000 is appropriated from the
state building fund to the commissioner of administration to

11
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install district heating in the capital complex.

Subd. 4. The approprlations made by subdivisions 1 and 3

are available until expended and shall not cancel pursuant to

. P D e G R S S D W D OB GO AT E R R P A GD TE WD G R W UD G T R R WD e S N M W N W M G S M WS W GRS W

section 16A.28 or other law.

Sec. 9. [BOND SALE; DEBT SERVICE.]

To provide the money apprcpriated f£rom the state building

fund by section 8, subdivision 1, the commissioner of finance

- O D R S ED S R D D ) D R A D N S W R MR SR A R R TS GO G B W G W ) e A WD R GO S AN TD R AN W G G N OB D R S T e =

upon request of the governor shall sell and issue bonds of the

state in an amount up to $39,025,000 in the manner, upon the

terms, and with the effect prescribed by Minnesota Statutes,

- D 3 R T D Sn . S S S TR W RGP AN GO D B WD T P S8 WD e B Y S W G O3 AN A% B O WS MR ST N AD W D RS D M W SR P R

Sections 16A.63 to 16A.67, and by the Constitution, Article XI,

., - D D G D S A S R P S OB W D R O A S W G R NS D G M S WS A S s W AN e WS WGP R DGR 08 W e A e e

Sections 4 to 7.

- " - - - - -

Sec. 10. [EFFECTIVE DATE. ]

This act is effective the day following final enactment.

- O - - - - - - e W P W T S D G D WD M6 G e S S GO A D OB W e D D N D e e
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1982 PRELIMINARY PLANNING GRANT PROJECTS

February 1, 1983

BLOOMINGTON $20,000

The City of Bloomington is proposing a 115 MW hot water
district heating system. The proposed system would serve
customers in an industrial development district just south
the Twin Cities International Airport.

The Phase I study has been complete and the City received
$80,000 from DOE's Urban Consortium to continue work. Five
options including the NSP Black Dog plant and a solid waste
facility are being examined. More detailed cost estimates
for each option are being developed before a decision is
made about which technology to use.

DULUTH $20,000

The Duluth Steam Cooperative Association presently
operates a steam district heating system for 282 co-op members
in the downtown section of the city. The steam Cojop is
considering extending their services by piping 250 hot water to
the Arena Auditorium complex and by expanding their steam
service to 17 new customers in and around the downtown business
district.

The results of this study were that transmitting steam to
the arena/auditorium complex would be considerably less costly
than hot water. However, in the case of both the arena and
the other customers it was found that customer interest in
conversion were lacking at the present time due to lower costs
of alternate fuels in the Duluth area. The city will return
the remaining funds.

ELY $20,000

The City of Ely has available to it an energy resource in the
form of warm water trapped in a labyrinth of abandoned mines. The
feasibility of extracting heat to supply a district heating
system is being investigated. The proposed system would serve
the hospital, Vermillion Community College, schools, churches,
apartments and the downtown businesses.

Phase I study determined that they will likely use heat
pumps to extract warm mine water from abandoned iron ore mines.
To date, interest in this project has been high. The U.S.
Department of Energy, the Minnesota Geological Survey and
VIAK, a Swedish Engineering firm have all contributed time,
money and expertise. Additianal funds are needed to develop
more detailed plans.




FAIRMONT $19,980
The Fairmont Public Utilities Commission Presently operates
a coal fired district heating system which provides service to 229
customers in its downtown business district. The proposed project
would extend service to 6 major industrial facilities located
outside the present downtown steam service zone and one near the
QOwntown zone by installing a new industrial steam main. These
industrial facilities include United Foods, Armour Co., 3M,

Fai;mont Refrigerated Services Co., Peerless Cleaners,-and 2
grain elevators.

The industrial steam main looks very good exonomically.
Informational meetings have been held with potential customers.
The customers are now reviewing the details of the Phase I study
and more meetings will follow. 1In addition, the Municipal

Utility has picked up several new customers for the downtown
steam system.

GRAND MARAIS $20,000

The City of Grand Marais in conjunction with Cook County
is studying the feasibility of establishing a hot water system
fired by a solid waste incinerator. Based upon preliminary results,
it appears that a combination solid waste/wood incinerator boiler
with a district heating system is feasible. The system would
serve customers in the downtown business district.

Phase I is still underway. The total project cost has been
estimated at $2.3 million.

GRAND RAPIDS $20,000

The City of Grand Rapids in conjunction with Itasca County
proposes to determine the feasibility of a hot water district
heating system using nonconventional heat sources such as chunk
firewood, wood chips, aspen pellets, or municipal waste. 1In
Phase I the heat would be distributed to the Courthouse, Jail,
Fire Hall, Library, City Hall, Central School and one private
industry.

The results of this Phase I study indicate that based on
current conditions it does not appear that a self-supporting
downtown district heating system is economically feasible at
this time using either solid waste or wood wastes.

HIBBING $1,200

The Public Utilities Commission in Hibbing has been granted
money to study the feasibility of connecting the high school,
junior high, one elementary school and the schoocl garage to its
present coal-fired steam district heating system.

Funds were used to do a computer study of the utilities
district heating system under peak conditions. This study
indicated that under peak conditions the system was capable
of maintaining pressures sufficient to provide the heating needs

of the existing customers and the 4 school complexes., During the

summer of 1982, Washington Elementary School and Lincoln Junior
High were connected to the municipal utility system. The high
school and school garage will be connected in summer 1983 or 1984.




INTERNATIONAL FALLS $8,800

The City of International Falls was granted money to study a
district heating system fired with peat, solid waste, or wood
waste. The system would serve several major public buildings
downtown, as well as possible Central Business District customers
in a 5-block area. The plant may be either heat-only or cogenerational,
pending results of economic analysis.

Although the Phase I study is not yet complete, the project
has been narrowed to a wood waste incinerator-to heat 8 public
buildings and an..8 block downtaown area. The public buildings
would be heated with low pressure steam and hot water would be used
in the downtown. Preliminary cost estimates for the project are
$2.4 million.

MINNEAPOLIS $20,000

The City of Minneapolis received money to examine the
feasibility of a hot water satellite system adjacent to downtown.
This satellite system could then be connected to the major central
system ata later date. The Minnegasco Energy Center currently
owns and operates a coal-fired steam system which serves 50
major buildings in the downtown area.

Phase I results show that the economics of this study are
very favorable. The hot water heat islands would be constructed
in several areas where no development currently exists. This way
all development can begin at the same time and expand at its own
rate. Further studies continue.

NEW BRIGHTON $20,000

The City of New Brighton worked with Ramsey County to
explore the feasibility of a privately owned and operated
district heating system supplying thermal energy produced by modular,
solid waste to energy boilers. The owner of the system is located
in an industrial park being developed by the City. This industrial
park is less than 1/4 mile from the downtown redevelopment area.
The district heating system would serve the industrial park and
the redevelopment areas.

The customers include a proposed hotel, several office buildings,
a rehabilitation commercial retail area, new restaurant facilities,
a new municipal liquor facility, existing city offices, and public
safety buildings.

The Phase I study is complete. Economics on the project are
favorable. This system as proposed will be a privately owned and
operated 150 tons per day solid waste cogeneration facility. The
steam generated would be sold for industrial processing heating
and the electricity sold to NSP.




ROCHESTER $10,000

Rochester Public Utilities currently operates a coal based
district heating system which provides steam heat to 95
customers in the downtown business district.

The Utility is investigating the feasibility of expanding
its steam system to include two major customers, Franklin Heating
Station and the american Milk Producers, Inc., as well as other
smaller customers. The Franklin Heating Station serves the Mayo
Clinic, Mayo Medical School, Kahler Hotel and Rochester Methodist
Hospital.

Initial negotiations with American Milk Producers were not
favorable and they were eliminated from the study early on.
Several months were spent negotiating contracts with Franklin
Heating Station. A proposal from the municipal utility was
submitted to the Franklin Heating Station in December and was

rejected. § .
WILLMAR $20,000

The Willmar Municipal Utilities Commission is in the process
. of converting the downtown portion of their existing steam system .
to hot water. By Fall 1982, 76 customers in the downtown area
will be served with hot water.

This planning grant will be used to determine the feasibility
of converting 13 customers on the perimeter of the downtown area
from steam to hot water and is considered Phase II of the current
project.

Data collection for PhaseII has just begun. The objective is
to examine conversion of the remaining steam customers, including
steam processing customers and to add several customers currently
using natural gas.




